Taple 2.7. Celiular Warver Requests.
Company oay Court Disposrtion Notes
AT&T - May 19, 1883 Nov. 1, 1583 Granted
US West Aug. 23, 1984 | Aug. 27, 1984 Dec. 14, 1984 | Granted
Ameritech Sept. 7, 1984 Feb. 14, 1988 Aug. 16, 1985 Granted
US West Oct. 2, 1984 Feb. 14, 1985 Aug. 18, 1988 Granted
Bell Atlantic Nov. 9, 1984 Apt. 5, 1985 June 25, 1985 Granted
NYNEX Feb. 8, 1988 Sept. 24, 1968 Jan. 28, 1987 Granted
NYNEX Feb. 9, 1988 June 28, 1985 Mar, 13, 1988 Granted
Southwestemn Bell Feb. 22, 1988 May 21, 1968 Aug. 18, 1988 Granted
BellSouth Mar. 21, 1988 May 21, 1988 Aug. 18, 1985 Granted
Pacific Telesis Mar. 21, 1968 Cct. 30, 1968 Feb. 24, 1987 Granted
Pacific Teiesis Apr. 10, 1985 | July 26, 1988 Nov. 8, 1988 Granted
NYNEX June 6, 1985 June 28, 1968 Aug. 18, 1988 Gramed
Pacific Telesis July 1, 1988 Dec. 9, 1985 Feb. 28, 1988 Gramed in pan
Beil Atlantic Oct. 22, 19885 Jan, 24, 1988 Apr. 8, 1968 Granwed
US West Dec. 8, 1988 Feb. 28, 1988 Apr. 11, 1908 Granted
Bell Adamic Dec. 13, 1988 Aug. 12, 1968 Feb. 18, 1901 Granted
BeliSouth May 15, 1988 | Oct. 3, 1988 Oct. 31, 1988 Granted
Southwestemn Bell | June 30, 1988 | Nov. 28, 1988 Sept. 22, 1987 | Granted
Bell Atiantie July 22, 1988 Feb. 1, 1900 Sept. 28, 1680 Granied
ﬁ Southwestern Bell | Aug. 28, 1988 | Feb. 1, 1900 Sept. 28, 1990 | Procsdure setablished for granting waiver pending further information
Bell Atiantic Oct. 24, 1908 Feb. 23, 1908 Feb. 2, 1989 Granted
Bell Atlantic Oct. 24, 1908 Aug. 18, 1988 Sept. 12, 19680 Granted
Ameritech Nov. 12, 1988 | June 15, 1988 Sept. 6, 1908 Granted
NYNEX Nov. 28, 1908 Meay 9, 1968 Sept. 6, 1908 Graried
Southwestem Bell | Feb. 2, 1987 Dec. 23, 1907 Mar. 31, 1908 Granted
Pacific Telesis Feb. 11, 1987 Aug. 12, 1988 Nov. 14, 1988 Gramted
BeliSouth Feb. 29, 1987 Sept. 30, 1988 Feb. 2, 1989 Granted
BeliSouth Feb. 29, 1987 Sept. 30, 1908 Feb. 2, 1000 Granted
BeliSouth Apr. 10, 1987 June 18, 1988 Sept. 6, 1908 Grarmed
NYNEX May 4, 1987 July 8, 19808 Sept. 6, 1908 Granted
NYNEX May 4, 1987 Aug. 15, 1988 Sept. 12, 19890 | Granted :
NYNEX May 29, 1987 | Aug. 15, 1908 Feb. 18, 1901 Grared i
NYNEX June 4, 1987 Sept. 30, 1908 Sept. 12, 1980 | Granted
Bell Attantic June 30, 1987 | June 15, 1988 Sept. 6, 1908 Gramed
BeltSouth July 21, 1987 Sept. 30, 1988 Feb. 2, 1980 Graned
Southweetern Bell | Aug. 7, 1987 Aug. 12, 1988 Sept. 12, 1960 | 1 Year Grant ]
BeliSouth Oct. 8, 1967 Jan. 18, 1990 Sept. 12, 1980 | Granwed
Ameriech Oct. 20, 1987 | July S, 1908 Sept. 6, 1908 Granted |
US West - July 28, 1908 Sept. 8, 1908 Gramed
Ameritech Oct. 20, 1987 Aug. 18, 1908 Sept. 12, 1980 Granwd
Bell Atlantic Nov. 19, 1987 Sept. 30, 1908 Sept. 12, 1900 Granted
US West Nov. 20, 1987 | June 15,1988 | Sept. &, 1988 | Gramed |
NYNEX Dec. 29, 1987 | Sept. 30, 1908 Sept. 12, 1980 | Granted
US West Jan. 11, 1988 Sept. 30, 1908 Feb. 2, 1980 Granted
Pacific Telesis May 9, 1968 Aug. 12, 1988 Sept. 12, 1980 1 Year Grant
US West June 3, 1988 Aug. 12, 1988 Sept. 12, 1980 | 1 Year Grant
BeliSouth June 8, 1988 Sept. 30, 1988 | Sept 12, 1990 | Granted in part
US West Juns 14, 1988 | Sept. 30, 1988 Feb. 2, 1900 Granwed
Southwestern Bell | July 21, 1908 Aug. 12, 1988 Sept. 12, 1990 | 1 Year Grant
BeliSouth Aug. 11, 1988 Sept. 19, 1908 Sept. 12, 1960 1 Yoar Grant
BeliSouth Aug. 11,1088 | Sept. 30, 1988 | Sept. 12, 1980 | Gramed in part
Pacific Telesis Aug. 12, 1088 | Feb. 1, 1900 Sept. 28, 1980 | Procedure estabiished for graniing walver pending e ~~~ - «or
BeliSouth Sept. 18, 1088 | Jan. 18, 1980 Sept. 12, 1900 | Granted in part
Southwestom Bell | Sept 21, 1988 | Sept. 28, 1900 Agx. 10, 1980 MLMW“QM
Pacific Telesls Sept. 28, 1988 | Feb. 20, 1980 Sept 12, 1980 | Memand © of Justios
Pacific Teleshs Sept. 27, 1988 | Feb. 20, 1960 Sept. 12, 1980 | 1 Yeer Grant
Pacific Telesls Sept. 27, 1988 | Feb. 20, 1980 Sept. 12, 1980 | 1 Year Grant
Pucific Telesis Nov. 17, 1988 Feb. 20, 1900 Sept. 12, 1960 1 Year Grant
NYNEX Dec. 8, 1908 Jan. 18, 1980 Sept. 12, 1990 | Granted
Bell Adantic Dec. 12, 1908 Jan. 18, 1980 Sept. 12, 1980 Granmed
Pacific Telesis Jan. 8, 19089 Feb. 20, 1900 Sept. 12, 1900 | 1 Year Gramt
Bell Adlamic Feb. 17, 19800 | Nowv. 16, 1960 Feb. 18, 1981 Granted
NYNEX Mar. 14, 1989 Jan. 18, 1980 Sept. 12, 1980 Graniad
Southwestern Bell | Mar. 27, 1989 Nov. 16, 1980 Apr. 10, 1980 Withdrawn by Southwestem Bell as moot
Pacific Telesis Aug. 29, 1989 Nov. 8, 1980 Dec. 8, 1990 Granted pursuant 1o court’s 9/28/90 order
BeliSouth Sept. 18, 1988 | Jan. 16, 1960 Sept. 12, 1960 Granted in part
Bell Atlantic Dec. 18, 1980 Feb. 2, 1980 Apr. 6, 1960 Granted
BeliSouth - June 18, 1980 Sept. 12, 1980 | Remand 1o Depariment of Justics
- June

1 Year Grant
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Table 2.9. Pendlng Waiver Requests

Requestor DOJ Coust Description
Pacific Telesis Sept. 19, 1968 Ressll interexchange services to GTE Mobilnet
caliar customers.
Ameritech Jan. 6, 1969 InterLATA 800 service for MUtiLATA paging.
NYNEX Mar. 7, 1980 | Mar. 15, 1901 | ineaslATA cellular setvice in six New York RSAs.
Southwestern Bell | July 18, 1989 | Mar. 15, 1991 | InterLATA celiular service in RSAs.
Pacific Telesis Oct. 3, 1989 InarLATA paging origingtion and access to VSR
20/VICeS.
" Befl Alantic Oct. 6, 1989 mmmmwm
celiular systems.
Southwestern Bell | Dec. 21, 1989 intereystem handoff and autometic call delivery
bevation Musiistitisetts and Maine.
US West Dec. 21, 1980 | Mar. 15, 1981 mmmm R8As.
Ameritech Dec. 27, 1900 IMATAmu\dam-ﬂcddd\mym
| T&u.
NYNEX Jan. 16, 1960 mmuwmbmmomew
v««mm
Southwestern Bell | Jan. 19, 1990 lwm in Tess.
Bell Atlantic Jam. 30, 1980 | Mar. 15, 1991 Imw:\allurmmm
NYNEX May 21, 1960 inasrLATA salar ser¥ice betwiien areas of
Wﬂm
Ameritech Miy 28 1980 | Mar. 15, 1991 | InaslATA integration of RSAS with existing cefua
. _Sytevns n Mincis and indiana.
US West Aug. 1, 1980 Celiar servios in sgveral Washington and Oreqor
LAYAs art! in Canadian celluler areas.
RHCs Aug 2. 1980 | Mar. 16, 1891 | ABA waivess for o AMCs.
NYNEX #sm‘u.mo . Donep oofer sarvics in New York RSAs.
Pacific Telesls Lmva.m Apr. 4, 1991 IarLATA celkdiir sarvice between several Orer
| Soutwestern 8e | Dec. 20, 1990 Automgsic ca delvery.
I Bell Atlantic Jan. 10, 1991 Acmadddm
NYNEX Jan. 28, 1001 Avtoreatic call deivery.
BeliSouth Jan. 20, 1991 Atomatic call delivery.
BeliSouth May 9, 1991 oplivier service in Calflornia, indiere

May 9, 1981

Integrated osfiular service over an expanded v es
indiana.
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By September 1980, the decree court had pending before it numerous requests
for interLATA waivers, including a consofidsted petition that itemized twenty-two specific
requests for permigsion 1o provide intersystem handoff, call delivery, or to operate
integrated systems across LATA boundanes The court granted some of these requests,
and deciined to rule on certain others.>'> The court permitted automatic call delivery
(subject to conditions), but only-for one, very limited technology and only for certain
specific geographicsl areas. The court aiso grantsd a general (but temporary) wawerto
permit RHC affiates to implement intersystem handoff from any of their systems %'

lngmmwom«suehmwmers,meoounhasuwdlymed
either cor_;ﬁgoﬁuv-ptny‘“ormmmofmest“ in "a single ‘metrapoiitan
compiex.’ in defining such communities, it has normally emphasized vehicular traffic

2125nked States v. Westem Elec. Co., 1990-2 Trade Cas. (CCH) T 89,177 (1980).

21371, aourt dirested DOJ Yo brigf the Court, nine manthe from the date of this Opinion, on the status
ammmmmw The Court will thereafter entertain motions and opposi-
anmdﬂmwmmwmmm 1980-2 Trade Cas. (OCH) at
64,455. As discusesd easlier, the court has exdertied the temporary waiver for an additional year.
Memorandum, United Siases v. Western Elec. Co., No. 82-0192 (D.D.C. Sept. 6, 1991).

z’mmmummmmnmwmmmmM
similsr in size promotes SNitive partly. °{Ilf the Regional companiss were strictly confined to LATA
Whmwﬂluﬁe*hm the court hes explained, They would be at & significant
competitive disnchviniiigs with the radio common canters becayse the latter would be abie 10 provide
celiar eprvios 10 Aeas 88 Wile.es the FCC Wil aliow.” 1987-1 Trade Cas. (CCH) at 50,802-80,803. Thus,
the court has Qianted whwaihers. NecEssSry 10 "ProrMOte coMpetiive party betwesn the operating
companiss and the redio cewsmon diifriers whose FCC-definad markets were iarger than the LATA regions.”
id. at 50,862; see alob Mumuindum at 4-5, United States v. Westem Elec. Co., No. 820192 (D.D.C. Sept.
22, 1987); Memorandum st 2-8, Uniked States v. Western Elec. Co., No. 820192 (D.D.C. Feb. 15, 1981).

215£0r mample, In 8 1987 apinion the court stated:

Whensair the Sanst has grented waivery, & was sseentially in the contet
of represeniiiiens thit highways and automobile trafic patterns (typically
h-pm'mmmnmmmm
from the strict LATA boundaries to accommodate
r phones wers 0 substantial that they outweighed, on
umummmmmm

673 F. Supp. at 551-858 (looineses and chations omitted).

#1%1he decres court g 0 pin ks 1983 decision epanded radio operations on market
defintion and the °r ) I domplexc® As revesied in later with the court, that is certainly how
DOJ read the opinion. Sea. a@. m-nnacu(cad)usesmrnnmamm
the NYNEX request. ts papess Wasert that the competitive anai'. - set forth in the November 1983 decision

justifies the waiver sought By NVINIEX, resisoning thet the provisic 1 such expanded service by NYNEX will,

OnNCe aQain, uninterruptad mobile telephone service only within a single ‘metropolitan
complex.™) (discussing fiing).
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patterns, “typically in larger metropoiitan areas.”?'” The court has yet to acknowledge
any other major factors affecting “communities of interest,” such as inter-urban highway
routes, travel patterns of rental-car customers, gas pipeline routes, or the geographically
unbounded movemertts of the rapidly growing base of customers who own portable
phones. The court has thus far declined to grant any blanket geoaraphic waiver for celiu-
lar service analogous to the one it grarmed for paging services in February 1989.%"®
mmmgetlmebumnwhenthesa celiular waivers were sought and when they were
granted was 19 months.?'

Competitive implications

From the perspective of the user Of radio senvices, message or call delivery is fast
becoming a netsesity, not merely an occasional convenience, as call forwarding is for a
landline phone. A landiine phone can be answered by any number of other peopie or
machines in the home or office when the phone’s owner is away; a pager or mobile
phone, by contrast, traveis with the owner and loses at leest half its functionality if
jurisdictional or licensing fines prevent messages or calls from being received. Inter-
systemn handoff is ikewigse 2 necessity. as one provider of celiular services recently
m‘[um:wmmyoummmmﬁmmmtbe
tolerated by custorhers. ™ it is now beyond dispute that from the customer’s perspec-
tive, the marketfor mobile services is and must be geographically unbounded.

in & Septembaer 1990 mhmmmwmmmwmmme
commuilly of interest * * definad by trafiic patiems * * . [T]he fact that the Court has granted many
such walvily recquests, MNMMmMI‘NMUamdmﬂm
inwhnbam ‘smebepaiiiin complex.™ 1900-2 Triide Cas. (CCH) at 84,455 (cltations omitied). In that
decision, the court asoasiugiyheid that for several of the waivers sougiht, the RHCs had not desmenstrated

an adequixte communily of intarest.

2171n 2 1980 ruling, for ammgile, the court aliowed Bell Alantic to provide celilar mobile telephone service
in thres New Jerssy counties mmwwmg,mm-n Highway, traffic,

and other dembigraphic dam, court ressoned. supgored the conglusion that these MRS were a
of interest. Mamerandum, United States v. Western Elec. Co., No. 82-0192 (©.D.C. Feb. 2, 1989)

communily
(1980 U.S. Dist. LIDGS 8171).

218, the 1987 triemninl sevisw, the court refuused 1o remaeve any restricions on ifiterexchange services 1o
facitate the AHCs’ paiiiipetion in moblle services. 673 F. Supp. 525.

21%0ne request by Bell Atlantic to provide interLATA ceillular service to Cecll County, Maryland was filed
on December 13, 1988. It was not granted untl February 15, 1991, over 5 years iater, despite repeated
mmumnm See, e.g., Order, United States v. Westemn Elec. Co., No. 82-0192
(D.D.C. Feb. 15, 1981); Order, United States v. Western Elec. Co., No. 820192 (D.D.C. de19 1988)

,(mmmw

Znorthern Telecom, Metsrole Accomplish First Muitvendor Celiular Handoft in U.S., BUSINESS WIRE, July
11, 1990 (quoting the president of U.S. Cellular Operating Co. of New Hampshire).
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Just when and how intersystem coordination is implemented can thus have major
competitive implications. All providers must keep pace with continuously expending cus-
tomer expectations; customers will not wak pstiently with a provider of geographically
restricted or higher-priced service when the competition beckons from across the street.
Maijor costs are aiso at stake. In its initial opinion defining LATA boundaries, thodecree
court noted thet LATAs had to be iarge enough to prevent “significant inefficiencies."%
However,  LATAs of a size intended to prevent inefficiencies in the iandiine network --
which is used by aimost 100 percent of the population — may be far too small to prevent
inefficiency in the mobile network, which is currently accessibie to under S percent of
residential or business users. Providers that iag significantly in expanding the geographic
scope of their service or in controling the costs of doing so simply cannot remain
competitive. Geographic integration and intersystem coordination -~ through clustering,
consolidation, and smooth intersystem coordingtion —- is competitively essential.

Equslly essential for maintaining is thet integration be achieved
efficiently, with the best technical means Some imersystem methods work
aonsiderably better than others: mwumwuwmmm
handoff, for ssampie, e more ikely &t is that a phone will be located or a call in progress
maintained without interruption. Major cost savings ikewise depend on the fiexdble switch
depioyment and comsolitiaiion of operaions in COntiguous Service arees. In intensively
competitive markets, no provider can long continue 1o rely on inferior technical methods
or inefficient deployment of resources.

The easiest and (up to a point) the most efficient way to expand coverage is to
build outward from a single established MTSO. This often makes for much more efficient
usage of existing switch capacity; ummmmduwm
intersystem handoff. A similar approach is 10 plads onNe Or Mare remcte switches under
the control of a single MTSO. Thi:clnbom‘ active opiion for providers operating
contiguous licenses, eapécially when 3 NP in newly licansed rural arees is insut-
ficient to justily the cost of & new MTSO. Broader regionel imegration of course requires
more; here the challsnge of knitting together mulliple switohes and billing consumers fairty
for expanded service must be confronted in all ther complex detail.

Cellular provigiers not affiated with the RMCs hewe of caurse emjoyed snormous
fimdbility in ssarching far eficient, techinically supenor means of expanding the geographic
scope of thelr servige. Asoertaining precisely what choices they have-preferred is dificutt;
mmummmmm and unreguiated celiuler companies

thus do nat pu 1heir preferences if they can heip it. All avallible evidence, however.
indicates that © providers unaffiiated with RHCs are relying on similar core strategies
for geographic expansion.

2% )rined States v. Western Bec. Co., 509 F. Supp. 900, 1004 (D.D.C. 1983); 569 also Unied States +
Westemn Elec. Co., 578 F. Supp. 843, 648-840 (D.D.C. 1983) (confining RHC celiular affiiates to LATAs wouid
cause ‘a substantial ioss in the economic efficiencies which could be produced by integrated, multi-LATA

systoms”).
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First, they are consolidating contiguous operations wherever possible. This often
provides substantial cost savings; it is aiso the technically simple, direct, and refiable way
of meeting demand for expanded-area service.

Second, they use dedicated circuits -~ on either their own facilities (microwave links,
for example) or the facilities of a single interexchange carrier - to transport customer
information, network control information, paging signals, and calls themselves in call
delivery or intersystem handoff. To our knowledge, none invite their customers to desig-
nate a presubscribed interexchange carrier to carry calls forwarded or handed off from
one system to another, let alone to choose which interexchange carrier should convey
the information on a receiver’'s location nesded for the most advanced forms of call
delivery. indeed, as discussed in chapter 3, none to our knowiedge even offers
customers a presubscription choice of long distance carriers for ordinary long distance
calls initiated from within the home territory.

Providers of radio services affiliated with the RHCSs have of course pursued similar
strategies. The one difference - a difference that has become manifestly anticompetitive
- is that every adjustment in service areas, every consolidation of switches or other
facilities, every significant initiative to provide broader intersystem coordination, has first
had to overcome obstacles created by the divestiture decree. These obstacies have
almost invariably been removed upon request - but usually after long delay.

indeed, every geographic celiuiar and paging waiver request submitted to the court
through the normal waiver process has been granted,? at least in part. It is the waiver
process itseif that has become anticompetitve. In a rapidly changing market like mobile
services, delays of 8 months for paging waivers and 19 months for cellular waivers signifi-
cantly affect both the development of the market and the ability of the RHCs to compete.
in the last 19 months, total celiular subscribership has nearty doubled. See TABLE 1.4,
supra. Nineteen months is thus an eternity in a competitive race and technological revoiu-
tion of the sort taking place in mobile services. Moreover, the rapidly growing ranks of
celiular customers suffer most from the ill-matched competition between RHC and inde-
pendent. During the average 19-month delay in the provision of competitive services, the
consumer who wants multiLATA service, for example, is effectively forced to choose the

non-RHC provider.

Insofar as the decree court has applied the “competitive parity” test, the RHCs have
been relegated to a me-t00 status in every competitive race. In cellular most particularly,
this has oftan meant no competition at all; the non-RHC carrier can choose whatever
pace it wishes in epanding service coverage, and the RHC affiliate can only follow. While
independent ceillular providers are busily pursuing their clustering strategies and

Z31he court has sevenl thmes denfsd or remanded 10 OCJ mollons geeking a niing o temporasy waiver
from the court without firet gaing threugh the Depaitvient. 389, 8.0, Ovelir, Unitad States v. Western Elec.
Co., No. 82-0192 (D.D.C. July 19, 1988); Mermurandumy Snd Order, Uriied States v. Western Elec. Co., No.
820192 (D.D.C. Aug. 8, 1690); 1990-2 Trade Cas. (CCH) at 64,451 n.14, 64,454-64,4885.
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expanding their service areas through the addition of RSAs the RHCs file their waiver
requests with the Department and awatt the outcome.

mUSWnNWmd.JMRHCcMMRSAM)



3. ANCILLARY SERVICES

A question that has iong perpiexed ecomomists is to what degree it is efficient and
desirable for producers to combine and bundie their services. Thers is littie doubt that
it is efficient for shoes to be sold in pairs, not one at a time. It is perhaps less clearty
efficient for long distance telephone compenies to provide frequent-fiyer mileage in
cooperation with major airlines; some nevertheless do, and few consumers complain. As
a general rule, the Question of how much buntiing of services is appropriate can be
answered only by the competitive prooess itse#f, just as it is only competition that can
determine whether a cookie belongs on the ice orsam sundae, or the razor in the same
package as the blades.

Iin the provision of radio servioss, it has become increasingly clear that some
degree of bundling is competitively desirable and advantageous. This has been most
apparent with equipment -- the bundied sale of equipment and radio service has now
becorne the competitive norm. Almost without exception, independent providers of radio
services have aiso chosen to bundie some local, long distance, and information services

as well.

Handsets. Celular handsets are often heavily discounted when purchased in
connection with a subscription to a designated cellular carrier, with the buyer committing
to some minimum monthly charge for some specified number of months. indeed, it is
now very common for handaets 10 be priced at two figures - often hundreds of dollars
apart - mmmmumnmmmwmmm
a subscription for sesvice.! Some companies have offered low-cost equipment rentals.’
The FCC has acknowiedged that this has become a widespread, publicly advertised
practice, andFCCCMmmSkashascshmatodmatconsumerssavoasmum“saoo
million annually through discounted equipment.’ According to one report, several FCC
officials, inciuding Cheirman Sikes, madvocmsof'bundﬁnglnﬂncollhmarket
saying it would benefit consumers and promote competifion.” The president of the
CelldarTebcom:icdor\slndustryAssocuanonoonwrswmﬂnFcc noting that
"[c]eilular telephone discounting is the esoence of competition, providing increased
choices and reduced prices to consumers.*®

'Sioane, Consumer's World; Cellular Phone Deeis for Alert Buyers, N.Y. Tmes, Oct. 20, 1980, § 1, at 48.

2Dickson, Intermnational Mobile Communications 4; Ardour Cools on Wall Street, F. Tmes, Oct. 15, 1990,
at 4 ("In an attempt 10 woo ondinary consumers, cellular operators have been offering incentives such as
* * * cheap equipment rentais.”).

SMesmer, FCC Considers End to Cellular Bundling 8an, NETWORK WORLD, Feb. 25, 1981, at 9.
“Ibid.
Sivid.
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Long Distance Secrvices. For similar reasons, many cellular companies have
established exceptionally large "local” (i.e., toll-free) caliing areas. For example, one
McCaw brochure promises “access to a large local caling area. Larger, in fact, than that
of your conventional phone. Celiuiar has the abity to cross typical toll boundaries."
Ancther offers New York customers its “Wide-Area Local Calling Network,” under which
"(a]Hl calls to any part of area codes 201, 212, 718, 914 and 516 are billed as local calls.”’
GTE likewise touts its "toll-free coverage for the Fovida counties of Hillsborough, Pinoua&
Pasco, Polk, Sarasots, Manstee and Lee. The ares siso indm. Fla.
Elsewhers, GTE boasts thet its "Triad service {in:North Carolina] covers Greensboro,
winston-Salem, High Point, Lexington, Ashebero, Yadkinvile and all the surrounding
areas. And whenever you call within the [covered] area * * *, it's a/ways a /ocal call.
You don't pay long distance charges for calls to places within the Cellular One service
area, uniike caiis placed from your home or oMce phone.*

treats the entirs state of Coennectiout pius the greater Springfieid aree of Massachusetts
as a "local calling are”; s seles brochure dedlares that such "expanded toil free calling
*» = * |ncreases the value of [SNET's] celiular service * * *.*'° In 1986, Cellular One of
Dayton,opormdbyCddarCommuicdons,J‘nc.," began offering tol-free caling

Celiuiar Telephons Compeny boasts thet "Cellular One continues to provide its
subscribers with over 5,000 square miles of local calling area over a_nine county
region.”™ The Syracuse Telsphone Company promises “the convenience and savings
of an extended local caling area which includes the entire (315) aree code and the
northern-most portion of area code (807), including Cortiand, ithaca, Lansing and

SMcCaw Sales Brochure & Coverage Mep for Secramento, CA (current as of Feb. 1991).
"Metro One Advertisement, 478T. PHOTO 175 (1980).
SMOmILE PHONE NEws, Mar. 29, 1980, at 6.

9Celiular One of the Triad (GTE) Sales Brochure for Greensboro, NC (current as of Jan. 1991) (emphasis
in original).

10SNET Seies Brochure & Coverage Mep for Connectiout (Apr. 1988) (brochure entiled SNET Celluiar
Announces Epanded Toll Free Calling).

paciic Telesls and Cefliar Communications are currently invaived in a joint venture to operate a
regional system in the Upper Mithwest coneisting of both companies’ Otio and Michigan proparties. PacTe/
and McCaw Propose to Form Celiular Clusters Through Joint Venture, BUSINESS WIRE, Aug. 29, 1901.

270 Free Calting Comes to Ohio Cities, DAYTON BuS. J., Apr. 1988, § 1, at 23.

13C gliuiar One of Amariiio Advertisement, ACCENT WEST (Jan. 1991). Elsswhers, the same ad states: “With
Celiular One’s Amariiio to Lubbock connection, Lubbock is a local call from Amarillo.”
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Groton."'*  Metrophone likewise promises “the widest toli-free caling area in the
Delaware Valley * * *.*'° In some cases, smaller companies have joined together to
further expand their 'local calling area.” For example, in 1988, Metro One and Metro
Mobile began promoting their “Metro Connection,” “the only uninterrupted automatic five
state cellular cail service.""®

These marketing pitches all reflect the same, underlying economics: at 35 or so
cents per minute for local “air time,” it can be very profitable to throw in & cyt-rate fong
distance landiine conmettion if that's what it thikes to attract customers. Boosling usage
of a celiuiar phoneis thesingle marketing impéerailive; extra margina! revenus for making
mmmbdmmmmmm (According to one
recent analysis, long distance calis constiiie dvout 5 Yo 10 percent of a celiuler user’s
bill.)"” In these circumstances, the incentive is not to overprice the ancillary service, but
to underprice it. Or even to give it away for free. In September 1960, for example,
Mmmomm:mmwmmwmﬂommw
mfawm@nhdwmnmtm o QOther companies
undudoadmmmofwm panofthdrrogu-eservuce
option,' mprm.mmoumofmm to any domestic location, as
long as the call is placed from the home system.® GTE has a similar fee structure for

1Syracuse Telephone Co. Sales Brochure & Coverage Map for Syracuse, NY. Furthesmare, the company
*hes eliminated long distance charges on calls * * * d) to those aress.” Calléers “pay only for (thew]
airtime.” /bid.

135ew Meiraphana Aate Plans Make Collular Phores "iordetie 10 Wider Aucience, PR NENGWIRE, Sect
6, 1980. The P.R. release continuss: “The company’'s coverage area aiso Incorporates portions of New
Jersey [@xtending to Atlantic City] * * * and the state of Oeleware.’

"SMetro One/Metro Moblle SSR00088 (Feb. 16, 1988) (radio commercial done by Radio TV Reports. inc
The commercial expiaing the benefits of the service: °Just magine, you' hmmu\dmmm
call from Phiadeiphia, you ARt the Jersey Turmple to the Gltrge , hesd throu s
wmmwmwmmm wd and you're onm:mpmm
dl

17SALOMON BROTHERS INC., CELLLAR COMMUNICATIONS SERMCE INDUSTRY — REPORT (July 22, 1988)
Sxjow Aferaphone Rue Plane Make Celiuier Phones APerdeble 10 Wiler Aucience, PR NEWSWIRE. Seut

6, 1990; Metrophone Sales Brochure & Coverage Map (Nov. 1980) ("[Y]ou'l pay no long-distance char yee
on weskends when you call destinations in the contmental U.S.! You pay only the off-peak local arre

charges.”)

9See, 0.g., Bufiaio Telephone Co. Sales Brochure for Bulalo, NY (current as of Dec. 1980) (Brocrese
mmwmwmwm Buffale Teléphone Co. Is 50% owned by McCaw. McCa~
CELLULAR COMMUNICATIONS, INC., 1980 ANMUAL REPORT 29 (1901).

2see, 0.g., Aibany Telephone Co. Sales Brochure for Aibany, NY (no date).
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Railfone and Au'fone all charges for domestic calis are by air time only, regardiess of the
destinetion catied.?'

Infolmation Services. Many cellular providers have treated information services in
similar fashion. In early 1990, for exampie, Metro One celiular was offering free stock
market, sports traffic, and weather news to its customers in New York and New
Jersey SNET likewise offers a long list of information services at no additional
charge,® and ermphasizes that the service wnotbcdldcdfromlandunephones“z‘
In Septerber 1980, Metrophone announced it would offer .a free voice mail service.”
Radiclone offers enhanced features such as cell forwarding, call weiting, third party
conference, nomn’u'gf-r and vaice mailbox free in conjunction with subscription
to a monthly service plan. Homwmomwom a service that
includes free public service call options.”

ing. For similer reasons, most cellular
serving adjacent rarket mmmmmmhmwm
which is, byawldlmtﬂn the key source of revenue.™ Many providers of cellular

21CoMMUNICATIONS DALY, INC., Oct. 30, 1990, at 9; GTE Airfone To install Its Seatfone System on More
Than 150 Eastern Airlines Aircraft, PR NEWSWRE, Sept. 25, 1980.

2C0MUNCATIONS DALY, Feb. 16, 1990, at 7.

ACaliers mary dial “WIFO" to gat further detalls alout SNET services, coverage sress, public safety
information, and 'SNET Culhkflar news. Free services include time of day, lottery results, emission testing
information, Govemor's state information buresu, poison control center, DEP viclation hatiine, Amtrak

of voice mal messages.

24SNET Celiular Seles Brochure & Coverage Map for Connecticut at § (May 1989) (brochure entitted
C“WSUWO‘U"’IM

FNew Metrophone Ruls P
6, 1900. As Garly &8 |
0.

¥nadicione Sales Brochurs for Loulsiana (current as of Jan. 1991) (lsting of monthly seevics pians).
Subscribers who choose the iower use “standerd pian” are charged for these enhanced festures. /bid.

Zrionolulu Celiular Sales Brochuss & Coverage Map for Hawall (cument as of Jan. 1991) (brochure
enthied Celiuiar Coverage). For mample, *CGD accesses cosst guard search and rescus, *93 reaches
KQMQ's radio news, *TRSH connects to the litter hotline, and *PUKA can be used 10 report potholes.

Nmmmhmhmmmwmwummy
‘their edge in making long distance connections, they wil nonethvilsss beneft bacause of incléased overall
usage. Hof & Coy, Step One for Craig McCaw’s National Celluiar Network, Bus. WEEX, Oct. 22, 1990, at

108.

Mok Collular Aones Allerciable 10 Wider Audience, PR NEWSWRE, Sept.
provided celhuler customers with tolkiree rosd information and
Sells the Digital Difference, BuS. DATELINE, May 21, 1988, § 1, at
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service with the reguiatory freedom to do so do not charge their customers for handoffs.
The biling is simply for an on-going “local® call, and agreements between cellular
operators generally provide that all the revenue will go to the operator through which the
cail was initially connected.

Implementation. While celiuiar providers have uniformly recognized the advantage
of subsidizing or giving away ancillary information or long distance services to customers,
they have of course worked simuitaneously to minimize the costs incurred in doing so.
Many cellular concerns apparently subscribe to cut-rate iong distance services offered to
large business concerns. Among McCaw’s deciared corporate objectives, for example,
are to “[C]apture long-distance economife]s,’ to "[m]aintain(] [its] long distance intra/
interLATA revenue advantage,” and to “[e]stablish network systems * * * [to] [s]upport
major multi-market and government accounts with a ‘national network. Some pro-

and interexchange carriers. Some celiuler companies have installed their own long
distance facilities on high-traffic routes.’' Prees reports in late 1990 indicated that British
Telscom was considaring entering the U.S. long distance telecommunications market in
a venture with McCaw, a company in which BT aiready holds a 20 percent stake.*

To our knowiledge, no celluiar company with the legal freedom to do otherwise
offers its customers the option of presubscribing to a preferred long distance carrier
TABLE 3.1. Thus, for exampie, in May 1888 Centel contracted to use the Sprint network
for all its long distance needs, including its celiuar telephone operations.™ In December
1980, Ceilular Inc. signed a similar contract to obtain Sprint’s Virtual Private Network
service; Celiular Inc.’s subscribers in nine micwestern and western states are connectec
exclusively to the Sprint network when they disl 1+ calis.>* A report on Business Wire
describes this agreement as “part of a growing trend to connect cellular networks wrr
long distance networks.”® A McCaw sales brochure for Denver notifies subscribers that

ZMCCaw CELLULAR COMMUNICATIONS, INC., MCCAW'S GOALS AND VALUES 8-9 (curment as of Jan. 1991

%XSee, 6.0, COMMMSBNTIONS DALY, Jan. 27, 1988, at 5 (US West's celilar subsiciary, Newvector
Communications, and AT&T Communications announced first direct-connect and biling agresment befweer

celiular company and long distance carrier).

31) gnon, Cellutar Group Js Regaining Some Momentum, INVESTOR'S DALY, Dec. 20, 1960, at 1 ('As cetuar
companiss have epanded, they have set up relay stations that cut reliance on conventional telephone es
to handie iong-distance calls.”).

287 McCaw for US Long-Distance?, FINTECH MOBILE COMMUNICATIONS, Oct. 25, 1990.

BUS Sprint Announcee Significant Mult-yeer Agreement with Centel Net, BUSINESS WIRE, May 8. ' 219

34us Sprint Upgrades Network for Celluiar Inc., BUSINESS WIRE, Dec. 13, 1980.

B1nig,
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its "system works with technologies developed by AT&T, the people who pioneered
celiular.”® An ad for McCaw's affiliate in New York aiso promises use of "AT&T fiber
optic service."¥ And, aithough GTE itself is subject t0 equal access requirements on
its landline network, that requirement has not been extended to its celiular operation.
GTE Mobilnet, the second largest cellular provider in the country, thus operates just like
McCaw, the largest. When they dial 1+, GTE's cellular customers have their long
distance calls connected on a network of GTE's choice.®

Table 8.1._Long Distance Services Oliered by Various Cellular Companies.

Primary Long Method to

McCaw Celiular Commumniaations, inc. ATST ‘0’ and access codes |
GTE Mobinet, Inc. ATST 0’ and assess codes |
Contel Celluler, inc. ‘ ATET ‘0’ and access codes
Centel Coluler Co. Sprint

Century Telephone Enterprises, Inc. AT&T '0’ and acgees codes
Vanguard Celkter Systems, inc. ATET ‘0’ and acoses codes
Radiofone AT&T 0’ and access codes
Assccisted Conwnsvaations AT&T ‘0’ and acoess cosies
Honelul Cellular Telaphane ATAT F
C-TEC Moblle Servicas ATET ‘0’ and access cades
Comoast Celiular Corp. - ATAT

Celiular inc. Sprint

Sources: Telephone inerviews with company aaies repressntatives (Feb. 1991); US Sprint Announces
Significant Mulil-Year Agrpament with Centel Net, Busmsss Wine, May 8, 1989; US Sprint Upgrades
Network for Colksler inc., Busness Wwe, Dec. 13, 1980

3pcCaw-Callutar One Sales Brochure & Coverage Map for Colorado (current as of Jan. 1991).
¥Metro One Advertisement, 47sT. PHOTO 175 (1980).

%5e¢. 0.g., Celiular One of the Triad (GTE) Sales Brochure & Coverage Map for Gresnsboro, NC (current
as of Jan. 1991) (noting thet 1 + calls are connected through AT&T and billed directty by GTE).
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Wwithout exception, so far as wo have been abie to ascertain, cellular companies
have Iukewuso used microwave links, > leased lines, or high-volume services (like AT&T's
Megacom or MCI s Prism) to provide intersystem [inks within the “supersystems* they
are establishing.*' Customers are billed at rstes equal to or below landline retail rates
established by AT&T. Cellular providers offer ancilary information services (voice mail,
traffic reports, and so on) in much the same way, using dedicated servers with no attempt
to offer equal access to outside information providers at the celiular switch.

Why have such approaches been favored 80 consistertly by celiular companies,
both large and smeii? Several differsnt factors come imto play. With intersystem handof!,
for exampie, technical considerations preciude presubscription. But these considerations
aside, another factor is simply faimness to customers. A landiife caller gets cisar advance
notice from dialing the code that he is piacing a "long distance® call; a mobile caller could
(so to speak) inadvertently dial "1+" by driving, fiying, boating, or walking across some
invisible line half way through a call. The simplest, most satisfactory solution all around
is for celiular aperstors to buy low-cost, dediomted links for conducting intersystem
handoft, mwmmmmmwmummmm
handoff will promote. With information services, dedicated servers mgy make, gconomic
ssnse simply because of economies of SCOPS, O beCELSe SOMe opdrators are
well-positioniid to provide the services thet their customers want. iong ciistance
MMmmmhmhmmrmmmrm
ironically, many celuler cperators are under s pressure 0 pass on the savings to
mfashm" they compete with an RHC carrier thet is not permiltted to compete
in similar ion

is toincrease air time, which will usuelly mesn offling customers the broadest possibie
myofandurymathbmmm And whatever range of dedicated

Swhen AHC affiates Aive purchased non-wirkline properties, they have repsatedly been forced to divest
or abandon links of this idnl alvendy in cperation.

“OOne report ncses et ATAT's Megacom service is Irgeind 1o rge customers who
hours of NirLATA use a morsh. &MLWMMMMTSM Bus. J.
~ MuwaUKee, Maty S, 1908, § 1, at 8.

“1aq.a recant mastet smas by Salomon Brothers reporied: “The cost of the iong, distance partion of 2
celiular call was tradiisnally passed-through to the celiular subscriber at no profit to the carrier wirelines.

mmmmmmmmwmm in bulk, priced
at a discount, while customers the retadl rate.” SALOMON BROTHERS INC., m.wc.«mNs
SERWICE INDUSTRY - T (July 22, 1988).

"Sa..g,nmdmcap for a Waiver to Alow BeliSouth Moblity Inc. to Prowide Cellular
Mobile Telephone Service Acrass LATA Boundaries in the State of Floridi at 9-10, United States v. Western
Elec. Co., No. 82-0198 (DOJ Sapt. 15, 1989) (The non-ANC osliular provider is not “Yorced by coimpetition
to mairtiin its prices af & wel near ks costs. This is besese & has & prios ‘umbrella’ that s equel 10 the
(RHC affiate’s] charges plus average toll charges among points within the interconnected systeins.”).
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services a celiular gperator may supply directly, its customers will also enjOy access to
meMItmmmmmmmmm including 976 and 900
services, transactional services, data bases, and other on-ine services of every
description. Virtually all celiular switches now interconnect to the landiine network as
full-fiedged end offices. Whatever owned or leased facilities a company like McCaw or
Centel may utilize for compieting 1+ long distance calls, acoﬂularsubscrborcansnu
readﬂyaqoassaprdorndlongdmmbym1o-m+ The same is true
for information services. Equal access is in effect around the landline switches, and
mmnmmmommmawmmmmmn«mm For
all practical purpgees, celular customers therelire enjoy access to a full array of infor-
mation and long distancs esrvices whether or not the mobile provider is subject to equal
access requirements at the celiular switch.

Competitive implications

It is. a wel-acoapted matter of antitrust theery that absent additionsl regulatory
memmm a monopolist subject to rate-of-return
will hawe an economic incentive to extend its market powwr into adjacent
8.and thus captusre monopoly profits cutside s monopoly qper Butitis
Mwﬂmmmmmvmaﬂm ve markets are to
mmmmmmunrmmwmmmm
services with considerable flexbility. It would not be procompetitive to require that cars
be said unbundied, witheut batteries or tires: such a requirement would simply promote
ineficiency and inconvenience.

Competition in the . provision of radio semices, and in the provision of ancillary
servicss bundied with them, .is:protscted four dmes over, by well-established and
longstanding FCC policigs, and by basic mamet forces. First, the Commission allocates
spectrum to competing providers of radio services. and guarantees equal interconnection
with the landiine exchange. This in itseif guaraness equal accees to all other providers
of ancillary services that interconnect directy wah the landiine exchange. Second, the
FCC and most stellé commissions imposs no +#e reguiation on the pravision of radio
services; this eliminates any incentive to leverage market power into adjacent markets.
Third, there is N Market ower t0-isverage. e proveon of ratiio services is in fact highty
compalllv.. Mmmmnwmmmum the clear

for all providers is to ‘ower e pnce of ancilary (and comparatively
chup)mwwmcoarcunsammmmmbmmwmm
usage of the service Reelf.

By extending aqual acoess requiremems beyond the landiine bottieneck and ir:c
the middie of the highly competitive market for radio services, the decree court has

“Syracuse Telephone Campany, tor-nu. expleing 10 substribers that If they “wish 1o use an
alternative long distance seniioe, [they] simply-enter the acitess code and number as (they] would from ary
telephone.” Symcuse Telephone Co.-Celhiar One Sales Brochure for New York.
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placed definite limits on :mportant aspects of competition between RHC affiliates and other
providers of radio services.* Other providers are free to assemble attractive packages
of services, and aimost all do so very aggressively. if bundling of this kind were contrary
to consumer interests, one would expect a wholesale flight of customers from other pro-
viders to the more strictly regulated RHC affiiiates. No such flight has occurred. And
judging from their advertising pitches, independent providers of radio services have con-
cluded from their market research that some degree of bundling of these services is in
fact very attractive to many consumers.

it is impossible to quantify the anticompetitive impact from the double layering of
equal access requirements on RHC providers alone. There is reason to suppose, how-
ever, that it is fairly significant. In their sales brochures, providers of celiular service not
subject to these requirements place great emphasis on their expanded "local® calling
areas, and their discounted or free long distance services. Uniess these providers com-
pletely misunderstand their customers and markets, these highly touted aspects of celiular
service must be competitively important. To that same extent, the decree restrictions on
the provision of ancillary services by RHC radio affiliates are directly anticompetitive.

““T'he FCC, by contrast, continues to reject any simiiar requirements, or indeed to acoept that LATA
boundariss have any relevance whatsosver to the Commissions’ mission of promoating the public interest
in the development of moblle services. See, ¢.g., /n re Application of New York SMSA Lid. Partnership, 58
Rad. Reg. 2d (P & F) 528, 530 (June 20, 1986) ("We axpress no view as t0 whether the operation of these
three systems as an integrated whole is in comgpiiance with the MFJ or requires a waiver; that determination
is left to the Department of Justice and District Cowst. Our concem is not with enforcement of the MFJ but
rather with public interest considerations.”). This has becoms a standard deciaration in FCC opinions. See
a/so In re Appiication of Bell Atlantic Moblle Systems of Philadeiphia, Inc., 61 Rad. Reg. 2d (P & F) 141, 143

(Sent. 26, 1908).



4. OUTLOOK

Competition in the provision of mobulo services has proved considerably more
robust than many had predicted. In 1987, as the FCC prepared to allomrwonew
frequency pairs for paging (one of each pair for wirelines, one for non-wirelines),’ it
raised the question "would the pubiic interest better be served by not making any
assignment of these frequencies to wireline casviers?™: Not surprisingly, many non-
wireiine carriers answered that question in the affirmative, arguing that if allowed to
mmmnnmmmmmmwmwmmmmmmsof
interconnection to stifle competition.® ThoFCeroctodmooaugummmweverand
conciuded that wireline carriers shouid be alloosted peging spectrum aldng with others. *
The non-wirelines imnediately returned 1o the Commission, contending that aliocation of
spectrum to wireline carriers wouid M"*mmwvomrkﬂofom-wa!
paging services * * * by granting A.T.&T. the opportunity to monopolize [the] market.”

Similar arguments were magle for celluier services. Some opponents of wireline
mwmmmmmmmmwouw
*ave a fatal effect on competition,” lead to "domination® of the market by AT&T,’
pmvemeﬁoctmboammmesdsmdmnopobypmmmurbmramo
telephone market,” qunmmmymmmwmwmaplaoe
and to the public imerest" and "raise significant barriers to entry.® Others argued -
somewhat at cross purposes - that, in light of the telephone companies’ investment and

'Amendment of Part 21 of the Commissien’s Sules With figepect to the 150.8-162 Mc/s Band to Allocate
Speetrum 1o the Domestic Pub. Land Mobile Radio Serv. by Adjustment of Centan

Presently Unaseignable
of the Band Edges, 9 F.C.C.2d 650 (1967).
2. at 684.

Samendment of Past 21 of the Conwnission’s fulss VWl Respect 10 the 150.8:162 Mc/s Band t0 Alocate

Presently , - 0 the-Domestic Pull. Lany Malile Redio Serv. by Adjustment of Ceran
ammm 12 .41, 046-047, reconuitleration derved, 14 F.C.C.2d 260 (1988), afd swo
nom., Radio Relay Corp. v. PCC, 400 F.2d 322 (2d Cr. 1988).

“id. at 848-849, 852.

S14F.CCadat 200

‘Mlmymnmdmmm&am MHz for Cellular Communications Sys 36
F.C.C.2d 409, 587 (1981) (comments of Southem Pacific Communications Co.).

7An Inquiry Into the Use of Bands 825-845 MHz & 870-890 Mbiz for Cellular Communications Sys 49
F.C.C.2d 58, 74 (1962).

RAM Broadcasting Co. v. FCC, 825 F.2d 630, 635 (D.C. Cir. 1978) (footnotes omitted).

9appiication of New York SMSA Lid. Partnership, FCC Flle No. 27014-CL-L-84, slip op. 11 2, 4 (June 3
1984).
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incentives, they would not ‘vigorously pursue* mobile advances, '° that they would "have
the incentive to limit the uses for cellular systems to those that impinge least on their
established investment and to control exchange sccess for the same reason,*'! that they
would "hinder celluiar deveiopment,*'? and that they would not “truly compete" in the
mobile market, for fear of harming their wireline telephone service.'® Some argued that
"local exchange tsiephone companies will have the potential to forestall other competitors
by using predatory pricing tactics or misaflocating the shared costs of celiular and
conventional wireline service,"'* while othérs ciaimed that wireline participation would
causs “prices [to] be maintsined at artficially high levels."'®

The decree gourt has frequertly heard similar argurments. Since 1983, the court
walivérs were granted, there were predictions of “crifipiing competitive disacvantage,” and
of “seriously impede{d] ,*'® of “competitivé harm® that wouid prove “immedi-
ate, direct and irreversible."’’ Competitors compisined that RHC affiiates would immi-
nently “achieve a parmanent, insurmountable and unfalk coinpetitive advantage.*'* They
anticipated that “competition would be seriously impaired.*'® There were predistions of

989-F.C.C.2d at 81 (eomments of Milicom).
188 F.C.C.2d at 538 (comments of Southern Pacific Communications Co.).

121y, at 580 (comments of DOJ).
1389 F.C.C.2d at 67 (comments of Telocesor, industrial, and Millicom).

488 F.C.C.2d at 463.

Sappiication of New York SMSA Lid. Partnership, siip op. 1 4. The seif-serving nature of some of these
comments is perhaps most bistantly revesied by the opponents of the wirslines’ participation in dispatch
communications. Rosk Cammunioations argusd that ¥ the PCC permitted the wirelings to provide
dispatch icatipns on celiuiar syateme, the comyistiien diiliar systems would bring would be
disastrots. Permilting diapsteh service will causs owners of truniissl systems to lose millions of dollers.”
88 F.C.C.2d at 519. No memtion is made here of whether consumers would benefit from the lower cost and
better service provided by celiular systems.

1%\etro Mobile's Memorandum in Opposition to Motion and Proposed Order for a Wailver of Section 1((D)
of the Modification of Final Judgment at 21-22, United States v. Western Elec. Co., No. 82-0192 (D.D.C. Oct.
15, 1968).

'7L_stter from Fisher, Waylend, Caaper & Lsader on behaif of Cellular Telaphone Co.; Fortas & Hardman
on behelf of American Celiviar Network Corp., Long Branch Celiuler Telephone Co., and New Brunswick

Celiular Telsphone Co.; and Reishman & Waish on behalf of Bridgeport Celiular Co. to Nancy C. Garrison,
DOJ at 3 (June 25, 1988).

~ 18Comments of Celiular Telephene Co. at 12, United States v. Westem Sec. Co., No. 82-0192 (D.D.C. Mar.
15, 1986).

9. at 16.



- 169 -

'a devastating impact on marketing competition * * *.' 20 Snmnlar objections were even
directed against extra-territorial /ocal services by RHC affiiates.?’

None of these prophecies has been realized. The FCC's competitive policies for
paging have indeed proved so successful that in 1984 the Commission knocked down
its thirty-year-oid licensing “fence" for local paging services. The Commission recognized
that its policy of spiitting licenses between teico afffiates and others -- originally designed
to give the others a fighting chance — hadowmd its usefulness, and now operated only
to give telco affiietes a sheitered advantage.Z While the fence remains in place for
cellular services, robust competition has clearty developed here t00. Some non-wireline
mwmammdmelmmghmmyed by
wirelines.2 The non-wireines have, nonetheless, steadlly narrowed the initial 100
percent gap in market share. The largest celillar operstor in the nation, by. quite a large
margin, is McCaw. GTE/Contel ranks second. RHC affistes have proved to be nothing
worse than vigorous competitors in a highly competitive and rapidly growing market.

2Comments of the Washington/Baltimore Celiular Telephone Co. on Request of Bell Alantic Mobie
Systems for Waivers of Seotion 11(D) of the Modtfication of Final Judgment at 6, United States v. Western
Elec. Co., No. 82-0192 (0.D.C. Jan. 15, 1988).

21gor example: "Metro Moblle submits that there exists a substantial possibillty that NewVector's
proposed entry into the Sen Diego iocal exchange market, outside of its region, would impede the
deveiopment of compiiilibn between celiular telephone exchange providers and in the loosl exchange
market as a whole." Opposiiion to Motion for Authorazation Pursuant 10 Modification of Final Judgment to
Authgrize NewVectar Commisnications, Inc. to Own and Operate a Celiular Radio System in San Diego.
California st 12, Uned Stmes v. Western Elec. Co.. No 828192 (D.D.C. Dec. 31, 1988); Metro Moblle CTS,
Inc.’s Comments in Oppositien to Mation and Propossd Order for a Waiver of the MFJ at 10, United States
v. Western Elec. Co., No. 820192 (D.D.C. Mar. 20, 1388)

Zemination of the Separate Frequency Allocation Structure in the Pub. Land Mobile Serv., 99 F.C.C.2d
311 (1984). As the Commission explained:

The fencs was estabiished (0 creme anc foster competitive alternatives to
the wireline carriers. Today, the non wweline cartiers have proliferated,
providing real competition with the wweine camers, and artificial restraints
are no longer necessary. indeed. the existence of the fence may have the
offect of restraining the growth of non-wireine camers, thus lessening the
compatiive pressure on wireline carmers. in a robust, compititive market,
reguiatory intervention should be minimal or nonexistent.

Id. at 317 (footnote ormiited). Based on similar reasoning, the FCC had two years earfier refused to appiy
the dual allocation scheme to wide-area services. Amendment of Parts 2 & 22 of the Commission's Ruies
to Allocate Spectrum in the 988-841 MHz Band & to Establish Other Rules, Policies & Procedures for One-
Way Paging Stations in the Domestic Pub. Land Mobile Radio Serv., 89 F.C.C.2d 1337, 13441345 (1382,
(the “reguiatory constraint [of dual licensing] is no longer necessary for achieving our [competitivej goals”)

Brhe FCC's resale policies were specifically designed to offset this advantage. 86 F.C.C.2d at 511
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Competitive Markets

All projections indicate that rapid growth will continue to characterize the market
for mobile services. Urban sprawi steadlily increases the distance covered by daily com-
muters. Thoavengocommmetodayummboamwto 15 miles, but many
commuters travel much larger distances.** Thovolmofbushmtravela!sonses
year by year. Between 1985 and 1980, mm:meoem Today,
over thirty million Americans go on over 150 millen business trips every yeer.® And of
the more than 800 occupetions identifled by the U.S. Census Bureau, 130 - totaling
about 50 million people - manmmmdwymmmdmdmmobne
communications desirable.” There is $hus & grest reservoir of untapped demand to
begin with. The supply of reliable and affordable mobile services is likely to create still
more demand. TelscOmmunications senviges, uniike aimost all others, creafs new com-
munities of interest, by ollering new ways 10 inerast. As Contel noted in its 1988 annual
M‘[m]mmndehe“mndummwnmueto
expeﬂencoahighlowlofgrowﬂwwelmmenoxtcenmry

A comparison with the experience of other countries buttresses the conciusion that
there is still much room for growth. Long known as the most mobile society in the worid,
the United States nevertheless lags behind several other nations in its use of paging
services, and behind several more in its use of asliuler services. TABLES 4.1, 42. To
what extent this lag may be due to different reguiatory and antitrust policies in the United
States and abroad cannot be ascertained.

Nonethelass, demand for mobile servioes in the United States will continue to
expand rapidly, and ragio spectrum will be avelisbie to meet the growing demend. The
genius of celiular telephary is that a systam’s canying capacity can be expended aimost
incefinitely by shrinking the size of cells. The corversion from analog to UigRtal systems
is aiso likely to increass oarrying capecity by a festor of three or more in the short term,
and much more in the longer term. McCawhuMsatJanuarywszasnstarget
date to begin its transition to digital.®

24Yates, Dear Commuser: Pay Upl, WASHINGTON POST, Apr. 23, 1980, at W39; Hmisleeld, Researcher Calls
GM Sunrace & ‘Sekp’, UNiTed Prass INT'L, July 20, 1980.

Brreiteid, Sanvival Tios for Travelers, FORTUNE, Nov. S, 1980, at 185,

Bysevocast; Business Travel Hits Al-Time High as 35 Miion Americans Take Business on the Road,
BUSINESS WIRE, Jan. 9, 1980,

ZWood, There's No Escaping Beepers, CHICAGO TRBUNE, Mar. 18, 1990, at 20.

#ConTeL, 1988 AN REPORT 14 (1969). The following year, Contel projectsd over 20 milion cedlular
subscribers by 1908. CONTEL, 1988 ANNUAL REPORT 13 (1990).

"Mccchaummnous. INC., CELLULAR COMMUNICATIONS: A VISION OF THE FUTURE 6 (Oct.
20, 1980).
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Table 4.2. Cellular Telephone Subscribers by Country, 1990.

Country Launch Penetration (%)
Australia 12/86 1.38*
Austria 11/84 .95
Beigium : 4/87 A5
Denmark 1/82 2.90
Faroe Isiands 1/80 2.45
Finland 3/82 4.58
France 11/88 - .51
Germany 9/85 35
Hong Kong 1984 1.92*
iceland 7/88 2.00
Ireland 12/88 .62
italy 9/85 .38
Japan 1979 53
Netheriands 1/868 .58
New Zealand 8/87 1.44*
Norway 11/81 4.84
Singapore 8/688 1.87*

Speain 6/82 - 27
Sweden 10/81 5.68
Switzeriend 9/87 1.99

United Kinggom 1/88 1.99*

United Sliles 1988 a1
Sources: AMobie Communications Guide to European Subecribers to Mobile
Systems, FaiTec MOBRE COMMUNMICATIONS, Jan. 31, 1991; CTIA, DATA Sumvey
THROUGH DECEMBER 1980, at 1 (1991) (5.28 milion celiular subseribers in the U.S.);
Celiler Phones Get Even Smaller in the 8Booming Japanese Market, FINTECH
MOSILE COMMAGCATIONS, Sept. 27, 1980 (a8 of August 1980, there were 650,000
celiar sutsstiibirs in Japen); EMCI, WORLD CELLULAR MARETS 1901, at 143-146,
162 (Feb. 1991).

*

MNFOGmeMmmmMomd
various kinds. Soon 10.aive on the U.S. mart’ (ind alrsedy on the market in Britan)
are two-way paging systems, capiitiie of pihg the receipt of messages anc
transmitting return dete, including low-speed fax.® Bridging the capabilties of currert
celiular and one-way pagers, two-way paging systems will offer new competition to both

Bewney, The Clever Pager That Answers Back: A Two-way System W Soive the Problem of Missing
Messages, THE INDEPENDENT, Nov. 5, 1980, at 16.
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services.®' As of March 1991, the Commission had also issued 45 experimenta licenses
to test “personal communications networks” ("PCNs") and other personal phone technolo-
gies and services. PCNs serve "microcells” on microwave frequencies with very small,
low power, digital transmitter-receivers to provide mobile service over small areas -- an
office building or neighborhood.® Milicom, for example, will construct PCN networks
in Houston, Texas and Oriando, Florida.® The system will have handoff capabilities,
and will of course connect to the switched telephone network.* McCaw is involved in
the development of personal communications networks in Orlando,® and in April 1991,
the company acquired exclusive rights to a new PCN system in five west coast areas.®
Interexchange carriers such as LiTel Telecommunications Corp. have aiso bagun deveiop-
ing expetimental PCN systems as "a powerful alterneative to traditional teléphone service."
LiTel’s customers will be able to directly access "long-distance service via digital radio
waves,' thus bypassing the local t8i00.” One industry analyst predicts continuing
allocation of spectrum for personal communications and notes that as a resutt, “{a]dded

3TFCC licenses in the 780 end 450 MHz rangss permit two-way paging as well as ather IWo-way uses.
Most are still currently usesl far one-way servioss, but the FOC sees "a sirong possibiity that two-way digital,
data appiications, and confirmatory paging servioss will increase in the near future." See 47 C.F.R.
§ 22.501(b); Flexible Alocation of Frequencies in the Domestic Pub. Land Mobile Serv. for Paging & Other

Servs., 4 FCC RCD 1578, 1580 (Feb. 15, 1989).

32508, 0.0., TEECOMMUNICATIONS REPORTS, Mar. 25, 1991, at 43; Amendment of the Commission’s Rules
to Establish New Personal Communications Services, 5 FCC RCD 3008, 3008, (June 28, 1980); Experimental
Actions, FCC Rep. No. 208 (Jan. 24, 1991) (1991 FCC LEXIS 418); Experimental Actions, FCC Rep. No. 258
(Jan. 24, 1991) (1991 FCC LEXIS 418); FCC Rep. No. 283 (Nov. 2, 1990) (1980 FCC LEXIS 5956)
Experimental Actions, FOC Rep. No. 252 (Aug. 3, 1980) (1880 FCC LEXIS 4171). The FCC has stated ts
intention to *[B]roadly define personal communications sanvices and make avalable an adequats amourt
of spactrum to fostlr the devlopment of nnoviive and compatiive maskets for thess seniess’ and has
Amendment of the Ceritiasien’s Rules to Egtaliish PFersonal Communications Services, No. 90-314
(Oct. 25, iM)ltﬂ‘\mﬁhm’stMMPm
Communications Services, § #OC fico 3068 (June 14, 1980).

Sniicom Appitostiens for Pirsonal Communications Networks, FOC Rep. No. GN-57 (May 10. 1390
(1980 FCC LS Si). MElloom proposed to offer “voice and data services on a network of portatse
wireless, telephones connected through base stations serving ‘microcells,’ i.e., a cell as small as 600 ‘es
in diameter.” id. &t *1.

M. ot *1.%2,

BrtcCaw Announces Plan 10 Test New Personal Communications Services in Oriando and Seatde °%
NEWSWIRE, Sept. 27, 1990.

BricCaw Celiuler Communications Purcheses Rights 1o AccessPlus, BUSINESS WIRE, Apr. 17, 199

7| Tel to Teat Wirelsss PCN Service via Fiber Backborne Network, FIsER OPTIC News, Sept. 10, 1990
2; LiTel Telscommunicetions Awarded FCC License to Test First Phase of Revolutionary PCN Service. PR

NEWSWIRE, Aug. 22, 1980.



